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1. WELCOME AND APOLOGIES 

Members were WELCOMED to the meeting. Apologies were NOTED from N Bingham-

Jonker, A Botha, E Breedt, J de Ridder, I Engelmohr, P Moalusi, K Mokgokong, L Nko 

and R Vilakazi. 

2. MINUTES OF THE PREVIOUS MEETING 

The minutes of the previous meeting held on 31 May 2018 were APPROVED without 

amendment.  

3. TECHNICAL ACTIVITIES 

3.1 The Secretariat TABLED the following documents at the meeting:  

• Memorandum from the Secretariat. 

• Analysis of written comment received.  

• Analysis of verbal comment received. 

• ED 168 on Proposed Guideline on The Application of Materiality to Financial 

Statements. 

• ED 169 on Proposed Amendments to the Standard of GRAP on Presentation 

of Financial Statements (GRAP 1). 

3.2 The Secretariat OUTLINED the history of the project. 

3.3 It was NOTED that the purpose of the project group meeting is to: 

• discuss the key issues raised by respondents during the consultation period; 

• review the analysis of comments received and the Secretariat’s proposed 

responses; and 

• review the proposed amendments to the Guideline and the amendments to 

GRAP 1, and if deemed appropriate, recommend them to the Technical 

Committee for its consideration. 

Due Process 

3.4 The project group NOTED the consultation undertaken to solicit comment from 

stakeholders. 

3.5 It was NOTED that only four comment letters were received, and that the limited 

response could be due to the fact there were several Exposure Drafts published 

for comment in the same period.  

3.6 The Secretariat EXPLAINED that there were some engagements that were 

planned between November and December 2018 that did not materialise due to 

unavailability of stakeholders. These included provincial engagements with 

municipalities and municipal councillors co-ordinated by SALGA. It was added that 

since participation from municipalities was limited during the consultation period, 

the Secretariat, with the assistance of SALGA representatives, are working on 

arranging these sessions in February or March 2019. These sessions will be an 

opportunity to raise awareness about the proposed Guideline rather than to solicit 

comments.  
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3.7 The representative from SALGA SHARED that the collaboration with the 

Secretariat has worked well in the past but that it is mostly dependent on SALGA’s 

outreach calendar as well as the availability of the Secretariat.  

3.8 It was NOTED that the participation by PAGs was also limited – the Free State 

province submitted a formal comment letter on both Exposure Drafts, while the 

North West and Western Cape PAGs invited the Secretariat to present the 

Exposure Drafts at their annual GRAP Update workshops.  

3.9 Some members OBSERVED that participation in other provinces could be 

strengthened by the PAGs’ involvement.  

3.10 It was NOTED that stakeholders were given sufficient opportunity to participate in 

the Board’s due process.  

3.11 The project group AGREED that sufficient participation opportunities were 

provided to stakeholders, and that the Board’s due process was undertaken 

adequately.  

Feedback - specific matter for comment 

3.12 The feedback received on the specific matter for comment was NOTED. 

3.13 It was NOTED that mixed views were expressed about the requirement to disclose 

materiality considerations in the financial statements. 

3.14 The project group members’ views were also divided between adding the 

requirement to disclose materiality considerations and encouraging entities to 

provide that information. 

3.15 Some members EXPRESSED a preference for having an explicit requirement for 

comparability purposes as they were concerned that entities would not provide the 

materiality considerations consistently from one period to the next if there is no 

requirement to provide that information.  

3.16 Other members ARGUED that Guidelines are non-authoritative and requiring 

specific disclosures on the basis of the application of the Guideline would be 

contradictory.  

3.17 It was AGREED that, given the level of judgement involved in materiality 

assessments, the proposed Guideline should encourage rather than require the 

disclosure of management’s materiality considerations. In addition, project group 

members AGREED that the disclosure requirement in paragraph .132 of GRAP 1 

should be left unchanged, and that paragraph 3.6 of the proposed Guideline 

should be amended to reflect the encouragement for entities to disclose their 

materiality considerations.  

Secretariat 

3.18 It was NOTED that introducing a disclosure requirement may be reconsidered by 

the Board once practice has developed. 

Secretariat 
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Feedback – general comments 

3.19 The project group members NOTED the general feedback. 

3.20 It was NOTED that in most cases the issues raised by respondents indicated 

preparers’ lack of understanding of specific topics and not necessarily problems 

about the guidance included in the proposed Guideline.  

3.21 It was AGREED that no specific actions are required to respond to the general 

comments except where amendments have been suggested to the proposed 

Guideline.  

3.22 The Secretariat EXPLAINED that there is one issue that requires the project 

group’s considerations, which is how to resolve differences between preparers 

and auditors about their materiality assessments. 

3.23 The project group members AGREED that the matter is an audit issue which 

cannot be resolved by the Board. 

3.24 It was AGREED that discussions between preparers and auditors are necessary 

for preparers to understand why there are differences in assessments. The 

importance of the timing of such discussions was emphasised, with project group 

members suggesting that an upfront engagement with auditors would be helpful 

so that any differences in assessments are addressed in a timely manner. 

3.25 It was NOTED that preparers should have a more conservative approach with their 

assessments.  

3.26 Some members SUGGESTED that the National Treasury and AGSA should 

initiate a drive to educate preparers about the role of materiality in audits. In their 

view, there is a lack of understanding of the role of auditors and their materiality 

assessments in an audit which has led some preparers to expect auditors to share 

their audit materiality thresholds.  

3.27 It was NOTED that the need for engagements between preparers and auditors 

should be highlighted as part of the initiative to the National Treasury and AGSA. 

Secretariat 

Review of the analysis of comments 

Written comments 

3.28 The project group members REVIEWED the analysis of comments received. 

3.29 The project group members generally AGREED with the Secretariat’s proposed 

responses.  

3.30 It was NOTED that in practice, some auditors expect entities to disclose finance 

costs separately, even if it is not material.  

3.31 The Secretariat EXPLAINED that the addition of paragraph .37A, amendment of 

paragraph .38, and deletion of the reference to “as a minimum” in the disclosure 

requirements in GRAP 1 mean that entities should always consider materiality for 

the disclosure requirements specified in the Standards of GRAP. 
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Verbal comments 

3.32 The project group members REVIEWED the analysis of comments received. 

3.33 The project group members generally AGREED with the Secretariat’s proposed 

responses. 

3.34 Some members AGREED with the concern raised by a respondent in comment 

2.2. In their view, the Secretariat’s response that immaterial errors need not be 

corrected should be amended so that it is clearer that it relates to the correction of 

immaterial errors in the financial statements and not those found when 

transactions are recorded, as the latter will be corrected immediately regardless 

of their size.  

3.35 Some members NOTED that they are still concerned that the proposed Guideline 

does not specify at what point an entity should stop keeping track of immaterial 

transactions where a particular accounting policy was developed, which is not in 

line with the requirements in the Standards of GRAP. In their view, for example 

with the use of capitalisation thresholds, if a transaction is immaterial due to 

materiality considerations in that period, it can never be material over time.  

3.36 The Secretariat EXPLAINED that the Board did consider the issue and agreed 

prior to approving the Exposure Draft for comment that it would not be able to 

resolve the issue in this project, as a detailed review of the principles in GRAP 3 

will be required. 

3.37 It was ADDED that the Board has included the possible review of GRAP 3 in its 

work programme consultation.  

3.38 It was NOTED that in the interim, the Board agreed to include guidance in 

paragraphs 6.5 and 6.6 that explains that entities need to be aware of the 

materiality of individual and aggregated transactions, as well as the cumulative 

effect that those particular accounting policies have on the financial statements.  

3.39 Project group members SUPPORTED the guidance in paragraphs 6.5 and 6.6, 

and the project to review GRAP 3.  

3.40 Some members DID NOT SUPPORT the Secretariat’s response to comment 6.2 

about the inclusion of paragraph 4.5A to address the role of representatives of 

service recipients and resource providers. In their view, the commentary in 

paragraph 4.5A is unnecessary as it is addressed in the Conceptual Framework. 

3.41 The project group members AGREED that paragraph 4.5A should be retained.  

Review of the proposed Guideline and amendments to GRAP 1 

3.42 The project group members REVIEWED, and generally SUPPORTED, the text 

and examples in the proposed Guideline. 

3.43 The following amendments were CONSIDERED: 

• Paragraph 3.3A: Agreed with the proposed addition but suggested that there 

should also be a reference to GRAP 3, as some changes to materiality 

considerations may result in either changes to accounting policies or errors, 

depending on the entity’s circumstances.  
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• Paragraph 3.6: Agreed with the proposed changes to the text and Example 1. 

• Paragraph 4.5A: Agreed that “also” should be added before primary users. 

• Example 4:  Agreed with the relocation of old Example 4 to Section 6, and the 

inclusion of new Example 4. It was added that the reference to quantitative 

should be qualitative in the last paragraph. 

• Paragraphs 3.29 and 3.30: Agreed with the relocation of those paragraphs to 

section 6. 

• Example 9: Agreed with amendment to reflect MFMA requirements. 

• Example 9A: Agreed with relocation of example 4. Example should clarify that 

the disclosure of a lawsuit is not because it is a contingent liability as the 

possibility of an outflow of resources is remote. Link the disclosure of 

information not required by GRAP 19 to GRAP 1 about disclosing additional 

information. 

• Example 11: Agreed to the minor editorial amendment. 

Secretariat 

3.44 Subject to the amendments discussed, and other minor editorial amendments, the 

project group members AGREED that the proposed Guideline should be 

recommended to the Technical Committee for its consideration.  

Secretariat 

3.45 As no changes were proposed to the amendments to GRAP 1, the project group 

members AGREED that the proposed amendments to GRAP 1 should be 

recommended to the Technical Committee for its consideration.  

Secretariat 

Re-exposure of the proposed Guideline and proposed amendments to GRAP 1 

3.46 It was NOTED that in accordance with the Board’s policy, an assessment of 

whether re-exposure of the proposed pronouncement is necessary should be 

done on the basis of (a) amendments made to respond to comments received and 

(b) any new amendments by the IPSASB or IASB affecting the underlying 

pronouncements.  

3.47 The project group members AGREED that no re-exposure will be required for both 

Exposure Drafts as the changes address respondents’ comments and are not 

substantial.  

3.48 It was also AGREED that the IASB’s amendments to the definition of material 

should be considered in a separate project to review the Conceptual Framework, 

rather than delaying the publication of the proposed Guideline. 

Secretariat 

Application of the proposed Guideline 

3.49 It was NOTED that the Board needs to decide on the status of the Guideline. If it 

is included in the GRAP Reporting Framework it means that entities need to 
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consider the Guideline in preparation of their financial statements for a particular 

reporting period. 

3.50 Some members QUESTIONED the status of other Guidelines issued by the Board. 

In their view, the proposed Guideline should have the same status as the other 

Guidelines.  

3.51 The Secretariat EXPLAINED that the other Guidelines issued have been included 

in the GRAP Reporting Framework as they were developed to address divergence 

in accounting for specific transactions (for example, housing arrangements and 

potentially landfill sites). 

3.52 It was AGREED that given the level of judgement required and subjectivity 

involved with materiality, the proposed Guideline should not be included in the 

GRAP Reporting Framework. 

Secretariat 

Proposed effective date of the amendments to GRAP 1 

3.53 Based on the analysis presented by the Secretariat, it was AGREED that the 

amendments to GRAP 1 would not require the Minister’s approval and that the 

proposed effective date should be 1 April 2020. 

Secretariat 

Next steps 

3.54 The Secretariat NOTED that the Technical Committee and Board will consider the 

documents discussed at the project group, and if deemed appropriate, they will be 

issued as final pronouncements. 

3.55 The project group SUPPORTED the proposed activities to raise awareness about 

the proposed Guideline once approved by the Board.   

4. ADJOURNMENT 

Members were THANKED for the participation in the project and their contributions to 

the project.  

 

Prepared by:  T Tshoke 

Date issued:  18 February 2019 


